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AN ACT

To amend the Federal Credit Union Act to clarify existing
law with regard to the field of membership of Federal
credit unions, to preserve the integrity and purpose of
Federal credit unions, to enhance supervisory oversight

of insured credit unions, and for other purposes.
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Be it enacted by the Senate and House of Representa-

tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE:
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means:
eent eourt action:

3> Fo promote thrift and eredit extension; &
mantfested by a commonality of routine mteraction;
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THITEE I—CREDITF UNION
MEMBERSHIP

atret
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1 of the follovwtie entecortes:

1+ eroup which has a common bond of ecenpation or

eroup) & common bond of eecupation or asso-

etation; and

within the field of membership of a eredit unton
organtzations within a well-defined loeal eommunits;
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B)
y—
group referred to i paragraph b is defined by any
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eatse—
HHtoh;
t estabhshine and mahaetie a new eredit
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nanetal viabiity and stabiity of a eredit
HHoh: o
i the grotp would be wnlikely to

By FRANSACHONS FOR SHPERWMSORY

othetr eredit tot: ot
Notwithstandine subsection by 1 the ease of =
Federal eredit unton desertbed i paragraph (2} of
eanization within a loeal ecommunity; neiehborhood;
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mtthty;
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prrstant to paragraph (2

TN
STONS—

individual shall be elicible for metnbeiship b o ered-
10 ship i osteh eredit union adess the individual s »
11 member of the tmmediate family or household {as

1
2
3
4
6
7
8
9

13 of steh other persen

15 provided i seetion H3; onee a persen beeomes &
16 tetther of o eredit ton He aeeordutee s His
17 title; sueh person or oreanization may remath &
19 onttizatton chooses to withdmw from the mender-
20 ship of the eredit umon=

21 SEC. 102. CRITERIA FOR APPROVAL OF EXPANSION OF
22 MEMBERSHIP OF MULTIPLE COMMON-BOND
23 CREDIT UNIONS.

24 seetton 109 of the Federal Credit Umion Aet 42
25 5 159 is amended by msertine after sabseetion )
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2 subsection:

12 eration of the eredit unton: and

13 B} Hf the formation of a separate eredit
14 anton by saeh eroup 13 not practieable or con-
15 ststent with sueh standards; require the theht-
17 of a eredit unton which is within reasenable
18 proxtty to the loeation of the eroup whenever
19 proactiedble  ahd eonststent it reasotable
21 the eredit wions

22 2 APPRoOVAE  crREPERE—The Board may
25 addittonal oronp within the feld of menthersship of
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steh eredit unton {or an appheatton by a Federal

yeatr period preeeding the filing of the apphea-
ot

YD) pursaant to the most reeent evalte-
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SEC. 103. GEOGRAPHICAL GUIDELINES FOR COMMUNITY

 —
[

CREDIT UNIONS.
Seetion 109 of the Federal Credit Union Aet (12
14 as ndded by seetion 102 of this title} the folowine new
15 subseetion:

=
N

17 Greprr BgoNs—

18 “H DEFRON OF WEHE-PEFEVED Hoeah
21 te the termr Svelbdefined loend cotte netoh-
22 borhood: or #ead distriet for prrposes of—

23 “A) makine any determination with re-
24 onrd to the field of membership of o eredit
25 titton deseribed in subsection (his e and
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5 & new eredit tnion; or to alter or expand the field
9 TITELE H—-REGUEATION OF
10 CREDIT UNIONS

11 SEC. 201. FINANCIAL STATEMENT AND AUDIT REQUIRE-
12 MENTS.

13 far IN GENERAL—Seetion 2020161 of the Federal
15 wdditre ot the end the folovte tew sibprraotaphs

16

17

18

19 recraired to be filed with the Board by each
21 conststent with eenerally aeeepted aceonnt-
22 the privetples:

23 “t Boarp ' the
24 Board determines that the appheation of
25 any generally aceepted aeeotnting prineiple
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24 Seetion 202{aH6HB) of the Federal Credit Unton Aet (12
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SEC. 202. CONVERSIONS OF CREDIT UNIONS INTO OTHER
BEPOSITORY INSTITUTIONS:
lepository institition: includine reotlations relating to the
form of diselosure required preeedine a vote by the mem-
bers of a eredit unton with regard to any such eonversion
tstration Board shall submit & detatled report on the
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ahy aspeet of the converston of a ereddt tron
Aets
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SEG: 203. FREEZE ON BOARD REGUEATIONS REEATING TO

COMMERCIAL LEOANS AND CERTAIN AP-

PRAISAE REQUIREMENTS REEATING 7TO

SUCH LOANS.

econduet a review of the effeetiveness of the regnlations re-
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F995; wnd shed sobmit & peport to the Conoress on the

SEC. 204. SERVING PERSONS OF MODEST MEANS WITHIN
THE FIELD OF MEMBERSHIP OF CREDIT
UNIONS.

“SEC. 215. SERVING PERSONS OF MODEST MEANS WITHIN
THE FIELD OF MEMBERSHIP OF CREDIT
UNIONS.

eredit untons have & continuing and affirmative obligation
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1 2 not tnpese burdensome paperwork or ree-

7 under seetion 1H02{d) of the Federal Credit Unton Aet 2
10 seetion)-

11 SEC. 205. NATIONAL CREDIT UNION ADMINISTRATION
12 BOARD MEMBERSHIP.

13 Secttort H2tht of the Federad Credit Frion et 2
14 1752ath)) s amended—

15 3 by strtkite =t The Bonrd™ and fsertine
16 “hy MEMBERSHEE AND APPORNVEMENE OF
17 Boxkb—

18 = By errat—The Bonrd= and

19 £29 by addine ot the end the followhie new
20 paragraph:

21 2 APPORVEMENT €RFFERIA—

24 Borrd tder praraoraph Hs the Prestdent st
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e to a broad ranee of finaneial services; finan-
etd serviees reenlation; or finanetal pohey are

with any sured eredit amion as a eommittee

SEC: 206. REPORT AND CONGRESSIONAL REVAEW REQUIRE-
MENT FOR CERTAIN REGULATIONS.
for purpeses of subsection {eHD) of seetion 109 of
101 of this Aet): or
neiehborhoods or raral distriet’ for prrposes of sub-
section {e} of saeh section {as added by seetion 103
of this Aet)
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shall be treated as a major rale for purposes of chapter
TITELE HH—CAPTTALIZATION AND
NET WORTH OF CREDIT UNIONS
Hrton Aet (32 B9 1781 et see) 1s amended by msert-
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ton phats;
“D) the appointment of a conservator or
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24
ol elassifientions of evedit umions that enonce in
suabseetion {1} before the end of the 270-dav period
besinmine on the date of the ennetment of this Aet:

22 posed protpt cotrective aeton rectdhitions are prbhshed
24 ministration Board purstant to subseetton by the
25 Board shall submitt o veport to the Coneress on the dif-
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4 postt hrstieatee et

5 SEC. 302. NATIONAL CREDIT UNION SHARE INSURANCE

6
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FUND EQUITY RATIO; AVAILABEE ASSETS

RATIO; AND STANDBY PREMIUM CHARGE:

total assets of not more than $50-000-000; and
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apply with respeet to a eredit wmon that be-
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of 1ot tore Hrr #50:000:000: e
3} by amending paragraphs {2) and (3) of stub-

endar year); pay to the fund & premivm charee

for msuratiee th ah amount stated as a pereent-

8ess & premium eharee only H—
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vear referred to i subparagraph o
towes:

X

HR 1151 RS



30

© 00O N O 0o B~ W N P

T L i O =
N~ O OO~ W N B O

s ineent Habilities for which no

N R e
© ©

24 cotts as determined by the Board; but does not -

N N
N B

HR 1151 RS



© 00O N O 0o B~ W N PP

N N NN B R R R R R R R R e
W N P O © 0 N O 00 W N B O

24
25

31
Aets
needs; and
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TITELE IV—-MISCELEANEOUS
PROVISIONS

SEC. 401. ASSURING INDEPENDENT DECISION MAKING IN
CONNECTION WITH CERTAIN CONVERSIONS.
whieh resulted from a prior eonversion of an m-

other;
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not recerve ahy econonte bereftt as a result of the
m—
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1 Y oa wwritten acknowledeements 1 osteh
2 fortn atd Hitter as Hhe approprhte Federd
7 By an attestation that the eonversion
8 ander review will not result v a welation of
9 stieh prohibittons

12 A BNSERED €REPHE oN—TThe term
13 Shstred eredit wrion has the meantne etven to
14 steh term i seetton HOHF of the Federal
15 Credit Hion et

19 tHee offteets o chted ftertd offteers atd e
22 to seetton 32

23 SECTION 1. SHORT TITLE; TABLE OF CONTENTS.
24 (a) SHORT TrrLE—This Act may be cited as the
25 “Credit Union Membership Access Act”.
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(b) TABLE OF CONTENTS.—The table of contents for

this Act 1s as follows:

Sec. 1. Short title; table of contents.

Sec.

Sec. 101.
Sec. 102.

Sec. 103.

Sec. 201
Sec. 202
Sec. 203
Sec. 204
Sec. 205.

Sec. 206.

TITLE IIT

Sec.

3
Sec. 3

Sec. 303.

Sec. 401.
Sec. 402.
Sec. 403.

01.
02.

2. Findings.
Sec. 3. Definitions.

TITLE I—CREDIT UNION MEMBERSHIP

Iields of membership.

Criteria for approval of expansion of membership of multiple common-
bond credit unions.

Geographical guidelines for community credit unions.

TITLE II—REQGULATION OF CREDIT UNIONS

. Financial statement and audit requirements.

. Conversion of insured credit unions.

3. Lamatation on member business loans.

. Serving persons of modest means within the field of membership of cred-

it unions.
National Credit Union Administration Board membership.
Report and congressional review requirement for certain regulations.

CAPITALIZATION AND NET WORTH OF CREDIT UNIONS

Prompt corrective action.

National credit union share insurance fund equity ratio, available as-
sets ratio, and standby premium charge.

Access to liquadity.

TITLE IV—MISCELLANEOUS PROVISIONS

Study and report on differing regulatory treatment.
Review of regulations and paperwork reduction.
Treasury report on reduced taxation and viability of small banks.

SEC. 2. FINDINGS.

The Congress finds the following:

(1) The American credit union movement began

as a cooperative effort to serve the productive and

provident credit needs of indiwviduals of modest

means.

(2) Credit unions continue to fulfill this public

purpose, and current members and membership

groups should not face diwvestiture from the financial
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services institution of their choice as a result of recent
court action.

(3) To promote thrift and credit extension, a
meanmingful affinity and bond among members, mani-
Jested by a commonality of routine interaction, shared
and related work experiences, interests, or activities,
or the maintenance of an otherwise well-understood
sense of cohesion or identity 1s essential to the fulfill-
ment of the public mission of credit unions.

(4) Credit unions, unlike many other partici-
pants in the financial services market, are exempt
Jrom Federal and most State taxes because they are
member-owned, democratically operated, not-for-profit
organizations generally managed by volunteer boards
of directors and because they have the specified mis-
ston of meeting the credit and savings needs of con-
swmers, especially persons of modest means.

(5) Improved credit union safety and soundness
provisions will enhance the public benefit that citizens
receive from these cooperative financial services insti-

tutions.

SEC. 3. DEFINITIONS.

As used wn this Act—
(1) the term “Administration” means the Na-

tronal Credit Union Administration,
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(2) the term “Board” means the National Credit
Union Administration Board;

(3) the term “Federal banking agencies” has the
same meaning as i section 3 of the Federal Deposit
Insurance Act;

(4) the terms “insured credit union” and “State-
chartered insured credit union” have the same mean-
mgs as in section 101 of the Federal Credit Union
Act; and

(5) the term “Secretary” means the Secretary of

the Treasury.

TITLE I—CREDIT UNION
MEMBERSHIP

SEC. 101. FIELDS OF MEMBERSHIP.

Section 109 of the Federal Credit Union Act (12

U.S.C. 1759) is amended—

(1) wn the first sentence—

(A) by striking “Federal credit union mem-
bership shall consist of” and inserting “(a) IN
(ENERAL.—Subject to subsection (b), Federal
credit union membership shall consist of”’; and

(B) by striking “, except that” and all that
Jollows through “rural district”; and

(2) by adding at the end the following new sub-

sections:
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“(b) MEMBERSHIP FIELD.—Subject to the other provi-
stons of this section, the membership of any Federal credit
union shall be limited to the membership described in 1 of
the following categories:

“(1) SINGLE COMMON-BOND CREDIT UNION.—1
group that has a common bond of occupation or asso-
ciation.

“(2) MULTIPLE COMMON-BOND CREDIT UNION.—
More than 1 group—

“(A) each of which has (within the group)

a common bond of occupation or association;

and

“(B) the number of members of each of
which (at the time the group s first included
within the field of membership of a credit union
described in this paragraph) does not exceed any
nuwmerical limatation applicable under subsection

(d).

“(3) COMMUNITY CREDIT UNION.—Persons or or-

ganizations within a well-defined local communaity,
neighborhood, or rural district.
“(¢) EXCEPTIONS.—

“(1) (GRANDFATHERED MEMBERS AND

GROUPS.—

HR 1151 RS
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“(A) IN GENERAL.—Notwithstanding sub-
section (b)—

“(1) any person or organization that is

a member of any Federal credit union as of

the date of enactment of the Credit Union

Membership Access Act may remain a mem-

ber of the credit union after that date of en-

actment; and

“(1n) a member of any group whose
members constituted a portion of the mem-
bership of any Federal credit union as of
that date of enactment shall continue to be
eligible to become a member of that credit
union, by wvirtue of membership in that
group, after that date of enactment.

“(B) SUCCESSORS.—If the common bond of
any group referred to in subparagraph (A) is de-
fined by any particular organization or business
entity, subparagraph (A) shall continue to apply
with respect to any successor to the organization
or entity.

“(2) EXCEPTION FOR UNDERSERVED AREAS.—
Notwithstanding subsection (b), in the case of a Fed-
eral credit union, the field of membership category of

which 1s described wn subsection (b)(2), the Board
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1 may allow the membership of the credit union to in-
2 clude any person or organization within a local com-
3 munity, neighborhood, or rural district 1f—

4 “(A) the Board determines that the local
5 community, neighborhood, or rural district—

6 “(1) meets the requirements of para-
7 graph (3) and subparagraphs (A) and (B)
8 of paragraph (4) of section 233(b) of the
9 Bank Enterprise Act of 1991, and such ad-
10 ditional requirements as the Board may 1m-
11 pose; and
12 “(11) 1s underserved, based on data of
13 the Board and the Federal banking agencies
14 (as defined in section 3 of the Federal De-
15 posit Insurance Act), by other depository
16 mstitutions  (as  defined — in  section
17 19(b)(1)(A) of the Federal Reserve Act); and
18 “(B) the credit union establishes and main-
19 tawns an office or facility in the local commu-
20 nity, newghborhood, or rural district at which
21 credit union services are available.
22 “(d) MurripLE COMMON-BOND CREDIT UNION GROUP
23 REQUIREMENTS.—
24 “(1) NUMERICAL LIMITATION.—Except as pro-
25 vided in paragraph (2), only a group with fewer than
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3,000 members shall be eligible to be included in the

field of membership category of a credit union de-
scribed in subsection (b)(2).

“(2) ExXcEPTIONS.—In the case of any Federal
credit union, the field of membership category of
which s described in subsection (b)(2), the numerical
limatation in paragraph (1) of this subsection shall
not apply with respect to—

“(A) any group that the Board determines,

m writing and in accordance with the guidelines

and regulations issued under paragraph (3),

could not feasibly or reasonably establish a new

single common-bond credit wunion, the field of
membership category of which s described in
subsection (b)(1) because—

“(1) the group lacks sufficient volunteer
and other resources to support the efficient
and effective operation of a credit union;

“(11) the group does not meet the cri-
teria that the Board has determined to be
vmportant for the likelihood of success in es-
tablishing and managing a mnew credit
union, including demographic characteris-
tics such as geographical location of mem-

bers, diversity of ages and income levels,
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and other factors that may affect the finan-
cial  viability and stability of a credit
union; or

“(111) the group would be unlikely to
operate a safe and sound credit union;

“(B) any group transferred from another
credit union—

“(1) in connection with a merger or
consolidation recommended by the Board or
any appropriate State credit union super-
visor based on safety and soundness con-
cerns with respect to that other credit
unwon; or

“(11) by the Board in the Board’s ca-
pacity as conservator or Liquidating agent
with respect to that other credit union; or
“C) any group transferred in connection

with a voluntary merger, having received condi-
tional approval by the Administration of the
merger application prior to October 25, 1996,
but not having consummated the merger prior to
October 25, 1996, if the merger is consummated
not later than 180 days after the date of enact-
ment of the Credit Union Membership Access
Act.
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“(3) REQULATIONS AND  GUIDELINES.—The
Board shall issue guidelines or regulations, after no-
tice and opportunity for comment, setting forth the
criteria that the Board will apply in determining
under this subsection whether or not an additional
group may be included within the field of membership
category of an existing credit union described in sub-
section (b)(2).

“le) ADDITIONAL MEMBERSHIP ELIGIBILITY PROVI-

SIONS.—

“(1) MEMBERSHIP ELIGIBILITY LIMITED TO IM-
MEDIATE FAMILY OR HOUSEHOLD MEMBERS.—No in-
dwrdual shall be eligible for membership n a credit
union on the basis of the relationship of the individ-
ual to another person who s eligible for membership
n the credit union, unless the individual 1s a member
of the immediate family or household (as those terms
are defined by the Board, by regulation) of the other
person.

“(2) RETENTION OF MEMBERSIIP.—Except as
provided in section 118, once a person becomes a
member of a credit union in accordance with this
title, that person or organization may remain a mem-

ber of that credit union until the person or organiza-
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tion chooses to withdraw from the membership of the

credit union.”.

SEC. 102. CRITERIA FOR APPROVAL OF EXPANSION OF MEM-
BERSHIP OF MULTIPLE COMMON-BOND CRED-
IT UNIONS.

Section 109 of the Federal Credit Union Act (12
U.S.C. 1759) is amended by adding at the end the following
new subsection:

“(f) CRITERIA FOR APPROVAL OF EXPANSION OF MUL-
1TIPLE COMMON-BOND CREDIT UNIONS.—

“(1) IN GENERAL.—The Board shall—

“(A) encourage the formation of separately
chartered credit unions instead of approving an
application to include an additional group with-
wm the field of membership of an existing credit
union whenever practicable and consistent with
reasonable standards for the safe and sound op-
eration of the credit union; and

“(B) if the formation of a separate credit
union by the group is not practicable or consist-
ent with the standards referred to in subpara-
graph (A), require the inclusion of the group n
the field of membership of a credit union that is
within reasonable proximity to the location of

the group whenever practicable and consistent
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with reasonable standards for the safe and sound

operation of the credit union.

“(2) APPROVAL CRITERIA.—The Board may not
approve any application by a Federal credit union,
the field of membership category of which s described
i subsection (b)(2) to include any additional group
within the field of membership of the credit union (or
an application by a Federal credit union described in
subsection (b)(1) to include an additional group and
become a credit union described in subsection (b)(2)),
unless the Board determines, i writing, that—

“(A) the credit union has not engaged in
any unsafe or unsound practice (as defined in
section 206(b)) that is material during the 1-
year period preceding the date of filing of the
application;

“(B) the credit union is adequately capital-
12ed;

“(C) the credit union has the administra-
twe capability to serve the proposed membership
group and the financial resources to meet the
need for additional staff and assets to serve the
new membership group;

“(D) pursuant to the most recent evaluation

of the credit union under section 215, the credit
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union 1s satisfactorily providing affordable cred-
it unton services to all individuals of modest
means within the field of membership of the
credit union;

“(E) any potential harm that the expansion
of the field of membership of the credit union
may have on any other insured credit union and
its members s clearly outweighed wn the public
interest by the probable beneficial effect of the ex-
pansion 1 meeting the convenience and needs of
the members of the group proposed to be included
wm the field of membership; and

“(F) the credit union has met such addi-
tional requirements as the Board may prescribe,
by regulation.”.

SEC. 103. GEOGRAPHICAL GUIDELINES FOR COMMUNITY
CREDIT UNIONS.

Section 109 of the Federal Credit Union Act (12
U.S.C. 1759) is amended by adding at the end the following
new subsection:

“(9g) REGULATIONS REQUIRED FOR COMMUNITY CRED-
1T UNIONS.—

“(1) DEFINITION OF WELL-DEFINED LOCAL COM-

MUNITY, NEIGHBORHOOD, OR RURAL DISTRI cT.—The

Board shall prescribe, by regulation, a definition for
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the term ‘well-defined local community, neighborhood,
or rural district’ for purposes of—

“(4) making any determination with re-
gard to the field of membership of a credit union
described in subsection (b)(3); and

“(B) establishing the criteria applicable
with respect to any such determination.

“(2) ScoPE OF APPLICATION.—The definition

© 00O N O 0o B~ W N PP

prescribed by the Board under paragraph (1) shall
10 apply with respect to any application to form a new
11 credit union, or to alter or expand the field of mem-
12 bership of an existing credit union, that s filed with
13 the Board after the date of enactment of the Credit
14 Union Membership Access Act.”.

15 TITLE II—REGULATION OF

16 CREDIT UNIONS

17 SEC. 201. FINANCIAL STATEMENT AND AUDIT REQUIRE-
18 MENTS.

19 (a) IN GENERAL.—RSection 202(a)(6) of the Federal
20 Credit Union Act (12 US.C. 1782(a)(6)) is amended by

21 adding at the end the following new subparagraphs:

22 “(C) ACCOUNTING PRINCIPLES.—

23 “(1) IN GENERAL.—Accounting prin-
24 ciples applicable to reports or statements re-
25 quired to be filed with the Board by each
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msured credit union shall be uniform and
consistent with generally accepted account-
g principles.

“(11) BOARD DETERMINATION.—If the
Board determines that the application of
any generally accepted accounting principle
to any wnsured credit union is not appro-
priate, the Board wmay prescribe an ac-
counting principle for application to the
credit union that 1s no less stringent than
generally accepted accounting principles.

“(iie) DE MINIMUS EXCEPTION.—This
subparagraph shall not apply to any in-
sured credit union, the total assets of which
are less than $10,000,000, unless prescribed
by the Board or an appropriate State credit
UNLON SUPErVISOT.

“(D) LARGE CREDIT UNION AUDIT RE-

QUIREMENT.—

HR 1151 RS

“(1) IN GENERAL.—KEach insured cred-
it union having total assets of $500,000,000
or more shall have an annual independent
audit of the financial statements of the cred-
it union, performed in accordance with gen-

erally accepted auditing standards by an
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1 mdependent certified public accountant or
2 public accountant licensed by the appro-
3 priate State or jurisdiction to perform those
4 services.

5 “(11) VOLUNTARY AUDITS.—If a Fed-
6 eral credit union that 1s not required to
7 conduct an audit under clause (1), and that
8 has total assets of more than $10,000,000
9 conducts such an audit for any purpose,
10 usig an independent auditor who 1s com-
11 pensated for his or her audit services with
12 respect to that audit, the audit shall be per-
13 Jormed consistent with the accountancy
14 laws of the appropriate State or jurisdic-
15 tion, including licensing requirements.”.

16 (b) TECHNICAL AND CONFORMING AMENDMENT.—Sec-
17 tion 202(a)(6)(B) of the Federal Credit Union Act (12
18 U.S8.C. 1782(a)(6)(B)) s amended by striking “subpara-
19 graph (A)” and inserting “subparagraph (A) or (D)”.

20 SEC. 202. CONVERSION OF INSURED CREDIT UNIONS.

21 Section 205(b) of the Federal Credit Union Act (12
22 U.S.0.1785(b)) is amended—

23 (1) wn paragraph (1), by striking “Except with
24 the prior written approval of the Board, no insured
25 credit union shall” and inserting “Eaxcept as provided
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m paragraph (2), no insured credit union shall, with-
out the prior approval of the Board™;

(2) by redesignating paragraph (2) as para-
graph (3); and

(3) by inserting after paragraph (1) the follow-
mg new paragraph:

“(2) CONVERSION OF INSURED CREDIT UNIONS
TO MUTUAL SAVINGS BANKS.—

“(A) IN GENERAL.—Notwithstanding para-
graph (1), an insured credit union may convert
to a mutual savings bank or savings association
(if the savings association is in mutual form), as
those terms are defined in section 3 of the Fed-
eral Deposit Insurance Act, without the prior
approval of the Board, subject to the require-
ments and procedures set forth in the laws and
requlations governing mutual savings banks and
SAVINGS associations.

“(B) CONVERSION PROPOSAL.—A proposal
Jor a conversion described in subparagraph (A)
shall first be approved, and a date set for a vote
thereon by the members (either at a meeting to
be held on that date or by written ballot to be
filed on or before that date), by a majority of the

directors of the insured credit union. Approval of
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the proposal for conversion shall be by the af-

Sfirmatiwve vote of a majority of the members of

the insured credit union who wvote on the pro-
posal.
“(C') NOTICE OF PROPOSAL TO MEMBERS.—
An ansured credit union that proposes to convert
to a mutual savings bank or savings association
under subparagraph (A) shall submait notice to
each of its members who 1s eligible to vote on the
matter of its intent to convert—
“(1) 90 days before the date of the
member vote on the conversion;
“(1n) 60 days before the date of the
member vote on the conversion; and
“(111) 30 days before the date of the
member vote on the conversion.
“(D) NOTICE OF PROPOSAL TO BOARD.—
The Board may require an insured credit union
that proposes to convert to a mutual savings
bank or savings association under subparagraph
(A) to submit a notice to the Board of its intent
to convert during the 90-day period preceding
the date of the completion of the conversion.
“(E) INAPPLICABILITY OF ACT UPON CON-

VERSION.—Upon completion of a conversion de-
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seribed in subparagraph (A), the credit union

shall no longer be subject to any of the provisions

of this Act.

“(F) LIMIT ON COMPENSATION OF OFFI-

CIALS.—

HR 1151 RS

“(1) IN GENERAL.—No director or sen-
1or management official of an insured credit
union may recewe any economic benefit in
connection with a conversion of the credit
union as described in  subparagraph (A),
other than—

“(1) durector fees; and

“(II) compensation and other ben-
efits paid to directors or senior man-
agement officials of the converted insti-
tution wn the ordinary course of busi-
ness.

“(11)  SENIOR MANAGEMENT  OFFI-
CIAL.—For purposes of this subparagraph,
the term ‘senior management official’ means
a chief executive officer, an assistant chief
executive officer, a chief financial officer,
and any other senior executive officer (as

defined by the appropriate Federal banking
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agency pursuant to section 32(f) of the Fed-

eral Deposit Insurance Act).
“(G') CONSISTENT RULES.—

“(i1) IN GENERAL.—Not later than 6
months after the date of enactment of the
Credit Union Membership Access Act, the
Adminastration shall promulgate final rules
applicable to charter conversions described
e thas paragraph that are consistent with
rules promulgated by other financial regu-
lators, including the Office of Thrift Super-
vision and the Office of the Comptroller of
the Currency. The rules required by this
clause shall provide that charter conversion
by an insured credit union shall be subject
to requlation that 1s no more or less restric-
twe than that applicable to charter conver-
sions by other financial institutions.

“(11) OVERSIGHT OF MEMBER VOTE.—
The member vote concerning charter conver-
ston under this paragraph shall be adminis-
tered by the Administration, and shall be
verified by the Federal or State requlatory
agency that would have jurisdiction over the

mstitution after the conversion. If either the
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Adminastration or that regulatory agency
disapproves of the methods by which the
member vote was taken or procedures appli-
cable to the member vote, the member vote
shall be taken again, as directed by the Ad-
manastration or the agency.”.
SEC. 203. LIMITATION ON MEMBER BUSINESS LOANS.

The Federal Credit Union Act (12 U.S.C. 1701 et seq.)
18 amended by inserting after section 107 the following new
section:

“SEC. 107A. LIMITATION ON MEMBER BUSINESS LOANS.

“la) IN GENERAL—On and after the date of enact-
ment of this section, no insured credit union may make any
member business loan that would result in a total amount
of such loans outstanding at that credit union at any one
time equal to more than the lesser of—

“(1) 1.75 times the actual net worth of the credit
union; or

“(2) 1.75 times the minimum net worth required
under section 216(c)(1)(A) for a credit union to be
well capitalized.

“(b) ExcEPTIONS.—Subsection (a) does not apply in
the case of—

“(1) an wnsured credit union chartered for the

purpose of making, or that has a history of primarily
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making, member business loans to its members, as de-
termined by the Board; or
“(2) an wnsured credit union that—

“(4) serves predominantly  low-income
members, as defined by the Board; or

“(B) is a community development financial
stitution, as defined in section 103 of the Com-
munity Development Banking and Financial In-
stitutions Act of 1994.

“(¢) DEFINITIONS.—As used in this section—
“(1) the term ‘member business loan’—

“(A) means any loan, line of credit, or let-
ter of credit, the proceeds of which will be used
for a commercial, corporate or other business in-
vestment property or venture, or agricultural
purpose; and

“(B) does not include an extension of cred-
iH—

“(1) that s fully secured by a lien on

a 1- to 4-family dwelling that is the pri-

mary residence of a member;

“(11) that s fully secured by shares in
the credit union making the extension of
credit or deposits in other financial institu-

tions;
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“(111) that s described in  subpara-
graph (A), if it was made to a borrower or
an associated member that has a total of all
such extensions of credit in an amount
equal to less than $50,000;

“(w) the repayment of which s fully
wmsured or fully guaranteed by, or where
there 1s an advance commitment to pur-
chase wn full by, any agency of the Federal
Government or of a State, or any political
subdivision thereof: or

“(v) that s granted by a corporate
credit union (as that term s defined by the

Board) to another credit union.

“(2) the term ‘net worth’—

“(A) with respect to any insured credit

union, means the credit union’s retained earn-

mgs balance, as determined under generally ac-

cepted accounting principles; and

“(B) with respect to a credit union that

serves predominantly low-income members, as

defined by the Board, includes secondary capital

accounts that are—
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“(in) subordinate to all other claims
against the credit wunion, including the
clavms of creditors, shareholders, and the
Fund; and

“(3) the term ‘associated member’ means any
member having a shared ownership, investment, or
other pecuniary interest in a business or commercial

endeavor with the borrower.

“(d) EFFECT ON EXISTING LOANS.—An insured credit
union that has, on the date of enactment of this section,
a total amount of outstanding member business loans that
exceeds the amount permitted under subsection (a) shall,
not later than 3 years after that date of enactment, reduce
the total amount of outstanding member business loans to
an amount that is not greater than the amount permaitted
under subsection (a).”.

SEC. 204. SERVING PERSONS OF MODEST MEANS WITHIN
THE FIELD OF MEMBERSHIP OF CREDIT
UNIONS.

(a) IN GENERAL.—Title II of the Federal Credit

Union Act (12 U.S.C. 1781 et seq.) 1s amended by adding

at the end the following new section:
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“SEC. 215. SERVING PERSONS OF MODEST MEANS WITHIN
THE FIELD OF MEMBERSHIP OF CREDIT
UNIONS.

“la) CONTINUING AND AFFIRMATIVE OBLIGATION.—
The purpose of this section 1s to reaffirm that insured credit
unions have a continuing and affirmative obligation to
meet the financial services needs of persons of modest
means, consistent with safe and sound operation.

“(b) EVALUATION BY THE BOARD.—The Board shall,
before the end of the 12-month period beginning on the date
of enactment of the Credit Union Membership Access Act—

“(1) prescribe criteria for periodically reviewing
the record of each insured credit union in providing
affordable credit union services to all indwviduals of
modest means (including low- and moderate-income
mdwviduals) within the field of membership of the
credit union; and

“(2) provide for making the results of the reviews
publicly available.

“(c¢) ADDITIONAL CRITERIA FOR COMMUNITY CREDIT
UNIONS REQUIRED.—The Board shall, by regulation—

“(1) prescribe additional criteria for annually
evaluating the record of any insured credit union that

18 organized to serve a well-defined local communaity,

neiwghborhood, or rural district in meeting the credit
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needs and credit union service needs of the entire field
of membership of the credit union; and

“(2) prescribe procedures for remedying the fail-
wre of any insured credit union described in para-
graph (1) to meet the criteria established pursuant to
paragraph (1), including the disapproval of any ap-
plication by the credit union to expand the field of
membership of the credit union.

“(d) EMPHASIS ON PERFORMANCE, NOT PAPER-
WORK.—In evaluating any insured credit union under this
section, the Board—

“(1) shall focus on the actual performance of the
msured credit union; and

“(2) may not impose burdensome paperwork or
recordkeeping requirements.”’.

(b) ANNUAL REPORTS.—With respect to each of the

first 5 years that begin after the date of enactment of this

Act, the Board shall include in the annual report to the
Congress under section 102(d) of the Federal Credit Union
Act, a report on the progress of the Board in implementing
section 215 of that Act (as added by subsection (a) of this

section).
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SEC. 205. NATIONAL CREDIT UNION ADMINISTRATION

BOARD MEMBERSHIP.
Section 102(b) of the Federal Credit Union Act (12
U.S.C. 1752a(b)) s amended—
(1) by striking “(b) The Board” and inserting

“(b) MEMBERSHIP AND APPOINTMENT OF BOARD.—

“(1) IN GENERAL.—The Board”; and

(2) by adding at the end the following new para-

graph:

“(2) APPOINTMENT CRITERIA.
“(A) EXPERIENCE IN FINANCIAL SERV-
ICES.—In considering appointments to the
Board under paragraph (1), the President shall
gwe consideration to individuals who, by virtue
of thewr education, training, or experience relat-
mg to a broad range of financial services, finan-
cial services regulation, or financial policy, are
especially qualified to serve on the Board.

“(B) LIMIT ON APPOINTMENT OF CREDIT
UNION OFFICERS.—Not more than 1 member of
the Board may be appointed to the Board from
among indiwwiduals who, at the time of the ap-
pointment, are, or have recently been, involved
with any wmsured credit union as a commaitiee
member, director, officer, employee, or other in-

stitution-affiliated party.”.
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SEC. 206. REPORT AND CONGRESSIONAL REVIEW REQUIRE-

MENT FOR CERTAIN REGULATIONS.

A regulation prescribed by the Board shall be treated
as a major rule for purposes of chapter 8 of title 5, United
States Code, if the regulation defines, or amends the defini-
tion of—

(1) the term “immediate family or household”

Jor purposes of section 109(e)(1) of the Federal Credit

Union Act (as added by section 101 of this Act); or

(2) the term “‘well-defined local community,
neiwghborhood, or rural district” for purposes of sec-
tron 109(qg) of the Federal Credit Union Act (as added

by section 103 of this Act).

TITLE III—CAPITALIZATION AND
NET WORTH OF CREDIT UNIONS
SEC. 301. PROMPT CORRECTIVE ACTION.

(a) IN GENERAL—Title Il of the Federal Credit
Union Act (12 U.S.C. 1781 et seq.) is amended by adding
at the end the following new section:

“SEC. 216. PROMPT CORRECTIVE ACTION.
“(a) RESOLVING PROBLEMS TO PROTECT FUND.—
“(1) PURPOSE.—The purpose of this section is to
resolve the problems of insured credit unions at the
least possible long-term loss to the Fund.
“(2) PROMPT CORRECTIVE ACTION REQUIRED.—
The Board shall carry out the purpose of this section
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by taking prompt corrective action to resolve the
problems of insured credit unions.
“(b) REGULATIONS REQUIRED.—

“(1) INSURED CREDIT UNIONS.—

“(A) IN GENERAL.—The Board shall, by
requlation, prescribe a system of prompt correc-
twe action for insured credit unions that is—

“(1) consistent with this section; and
“(11) comparable to section 38 of the

Federal Deposit Insurance Act.

“(B) COOPERATIVE CHARACTER OF CREDIT
UNIONS.—The Board shall design the system re-
quired under subparagraph (A) to take into ac-
count that credit unions are not-for-profit co-
operatives that—

“(1) do not 1ssue capital stock;
“(11) must rely on retained earnings to
build net worth; and
“(111) have boards of directors that con-
sist primanrily of volunteers.
“(2) NEW CREDIT UNIONS.—

“(A) IN GENERAL.—In addition to requla-
tions under paragraph (1), the Board shall, by
requlation, prescribe a system of prompt correc-

twe action that shall apply to new credit unions
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m liew of thas section and the regulations pre-

seribed under paragraph (1).

“(B) CRITERIA FOR ALTERNATIVE SYS-

TEM.—The Board shall design the system pre-

seribed under subparagraph (A)—

HR 1151 RS

“(1) to carry out the purpose of this
section;

“(11) to recognize that credit unions (as
cooperatives that do not issue capital stock)
wmitially have no net worth, and give new
credit unions reasonable time to accumulate
net worth;

“(111) to create adequate incentives for
new credit unions to become adequately
capitalized by the time that they either—

“(I) have been in operation for
more than 10 years; or

“(II) have more than $10,000,000
wn total assets;

“iw) to impose appropriate restric-
tions and requirements on mnew credit
unions that do not make sufficient progress
toward becoming adequately capitalized;

and
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“(v) to prevent evasion of the purpose

of this section.

“(¢) NET WORTH CATEGORIES.—

“(1) IN GENERAL.—For purposes of this section

the following definitions shall apply:

“(A) WELL CAPITALIZED.—An  insured
credit union 1s ‘well capitalized’ 1f—
“(1) it has a net worth ratio of not less
than 7 percent; and
“(11) it meets any applicable risk-based
net worth requirement under subsection (d).
“(B) ADEQUATELY CAPITALIZED.—An in-
sured credit union s ‘adequately capitalized’
if—
“(1) 1t has a net worth ratio of not less
than 6 percent; and
“(11) 1t meets any applicable risk-based
net worth requirement under subsection (d).
“(C)  UNDERCAPITALIZED.—An  insured
credit union 1s ‘undercapitalized’ 1f—
“(1) it has a met worth ratio of less
than 6 percent; or
“(i1) at fails to meet any applicable
risk-based net worth requirement under sub-

section (d).
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“(D) SIGNIFICANTLY UNDERCAPITALIZED.—
An ansured credit union s ‘significantly under-
capitalized’ —

“(1) 1f it has a net worth ratio of less
than 4 percent; or
“(it) if—
“(I) it has a net worth ratio of
less than 5 percent; and
“(II) 1t—

“laa) fails to submit an ac-
ceptable  net worth  restoration
plan within  the time allowed
under subsection (f); or

“(bb) materially fails to im-
plement a mnet worth restoration
plan accepted by the Board.

“(E) CRITICALLY UNDERCAPITALIZED.—An
msured credit union s ‘critically undercapital-
wzed’ if it has a net worth ratio of less than 2
percent (or such higher net worth ratio, not to
exceed 3 percent, as the Board may specify by
requlation).

“(2) ADJUSTING NET WORTH LEVELS.—
“(A) IN GENERAL.—If, for purposes of sec-

tion 38(c) of the Federal Deposit Insurance Act,
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the Federal banking agencies increase or decrease
the required minimum level for the leverage limat
(as those terms are used in that section 38), the
Board may, by regulation, and subject to sub-
paragraph (B) of this paragraph, correspond-
mgly increase or decrease 1 o0r more of the net
worth  ratios specified wn  subparagraphs (A)
through (D) of paragraph (1) of this subsection
m an amount that is equal to not more than the
difference between the required minvmum level
most recently established by the Federal banking
agencies and 4 percent of total assets (with re-
spect to institutions requlated by those agencies).
“(B) DETERMINATIONS REQUIRED.—The
Board may increase or decrease net worth ratios
under subparagraph (A) only if the Board—

“(1) determines, in consultation with
the Federal banking agencies, that the rea-
son for the wncrease or decrease wn the re-
quired minimum level for the leverage limit
also justifies the adjustment in net worth
ratios; and

“(11) determines that the resulting net
worth ratios are sufficient to carry out the

purpose of this section.
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1 “(C) TRANSITION PERIOD REQUIRED.—If
2 the Board increases any net worth ratio under
3 this paragraph, the Board shall give insured
4 credit unions a reasonable period of time to meet
5 the wncreased ratio.

6 “(d) RISK-BASED NET WORTH REQUIREMENT FOR
7 CompLEX CREDIT UNIONS.—

8 “(1) IN GENERAL—The regulations required
9 under subsection (b)(1) shall include a risk-based net
10 worth requirement for insured credit unions that are
11 complex, as defined by the Board based on the port-
12 Jolios of assets and liabilities of credit unions.
13 “(2) STANDARD.—The Board shall design the
14 risk-based net worth requirement to take account of
15 any material risks against which the net worth ratio
16 required for an insured credit union to be adequately
17 capitalized may not provide adequate protection.
18 “le) HARNINGS-RETENTION REQUIREMENT APPLICA-

19 BLE 10 CREDIT UNIONS THAT ARE NOT WELL CAPITAL-

20 1ZED.—

21 “(1) IN GENERAL.—An insured credit union that
22 18 not well capitalized shall annually set aside as net
23 worth an amount equal to not less than 0.4 percent
24 of its total assets.
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“(2) BOARD’S AUTHORITY TO DECREASE EARN-
INGS-RETENTION REQUIREMENT.—
“(A) IN GENERAL.—The Board wmay, by
order, decrease the 0.4 percent requirement in
paragraph (1) with respect to a credit union to
the extent that the Board determines that the de-
crease—
“(1) 1s mecessary to avoid a significant
redemption of shares; and
“(11) would further the purpose of this
section.
“(B) PERIODIC REVIEW REQUIRED.—The
Board shall periodically review any order issued
under subparagraph (A).
“(f) NET WORTH RESTORATION PLAN REQUIRED.—

“(1) IN GENERAL.—ZFach insured credit union
that s undercapitalized shall submit an acceptable
net worth restoration plan to the Board within the
time allowed wunder this subsection.

“(2) ASSISTANCE TO SMALL CREDIT UNIONS.—
The Board (or the staff of the Board) shall, upon
tvmely request by an insured credit union with total
assets of less than $10,000,000, and subject to such

requlations or guidelines as the Board may prescribe,
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assist that credit union in preparing a net worth res-
toration plan.

“(3) DEADLINES FOR SUBMISSION AND REVIEW
OF PLANS.—The Board shall, by regulation, establish
deadlines for submission of net worth restoration
plans under this subsection that—

“(A) provide insured credit unions with
reasonable time to submat net worth restoration
plans; and

“(B) require the Board to act on net worth
restoration plans expeditiously.

“(4) FAILURE TO SUBMIT ACCEPTABLE PLAN
WITHIN TIME ALLOWED.—

“(A) FAILURE TO SUBMIT ANY PLAN.—If an
msured credit union fails to submit a net worth
restoration plan within the time allowed under
paragraph (3), the Board shall—

“(1) promptly notify the credit union
of that failure; and

“(11) give the credit union a reasonable
opportunity to submit a net worth restora-
tion plan.

“(B) SUBMISSION OF UNACCEPTABLE
PLAN.—If an insured credit union submits a net

worth restoration plan within the time allowed
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under paragraph (3) and the Board determines
that the plan is not acceptable, the Board shall—
“(1) promptly notify the credit union
of why the plan is not acceptable; and
“(11) give the credit union a reasonable
opportunity to submit a revised plan.

“(5) ACCEPTING PLAN.—The Board may accept
a net worth restoration plan only if the Board deter-
mines that the plan 1s based on realistic assumptions
and s likely to succeed in restoring the net worth of
the credit union.

“(g) RESTRICTIONS ON UNDERCAPITALIZED CREDIT
UNIONS.—

“(1) RESTRICTION ON ASSET GROWTH.—An in-
sured credit union that s undercapitalized shall not
generally permit its average total assets to increase,
unless—

“(A) the Board has accepted the net worth
restoration plan of the credit union for that ac-
tion;

“(B) any increase in total assels is consist-
ent with the net worth restoration plan; and

“(C) the net worth ratio of the credit union
increases at a rate that is consistent with the net
worth restoration plan.
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“(2)  RESTRICTION ON MEMBER BUSINESS
LOANS.—Notwithstanding section 107A(a), an in-
sured credit union that is undercapitalized may not
make any increase in the total amount of member
business loans (as defined in section 107A(c)) out-
standing at that credit union at any one time, until
such time as the credit union becomes adequately cap-
italized.

“(h) MORE STRINGENT TREATMENT BASED ON OTHER

SUPERVISORY CRITERIA.—With respect to the exercise of
authority by the Board under regulations comparable to

section 38(g) of the Federal Deposit Insurance Act—

“(1) the Board may not reclassify an insured
credit union into a lower net worth category, or treat
an insured credit union as if it were i a lower net
worth category, for reasons not pertaining to the safe-
ty and soundness of that credit union; and

“(2) the Board may not delegate its authority to
reclassify an insured credit union into a lower net
worth category or to treat an insured credit union as
if it were i a lower net worth category.

“(1) AcrioN REQUIRED REGARDING CRITICALLY

23 UNDERCAPITALIZED CREDIT UNIONS.—
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“(1) IN GENERAL—The Board shall, not later
than 90 days after the date on which an insured cred-
it union becomes critically undercapitalized—

“(A) appoint a conservator or hiquidating
agent for the eredit union; or

“(B) take such other action as the Board de-
termines would better achieve the purpose of this
section, after documenting why the action would
better achieve that purpose.

“(2)  PERIODIC  REDETERMINATIONS  RE-
QUIRED.—Any determination by the Board under
paragraph (1)(B) to take any action with respect to
an msured credit union in liew of appointing a con-
servator or hiquidating agent shall cease to be effective
not later than the end of the 180-day period begin-
ning on the date on which the determination 1s made,
and a conservator or lhiquidating agent shall be ap-
pointed for that credit union under paragraph (1)(A),
unless the Board makes a new determination under
paragraph (1)(B) before the end of the effective period
of the prior determination.

“(3) APPOINTMENT OF LIQUIDATING AGENT RE-
QUIRED IF OTHER ACTION FAILS TO RESTORE NET

WORTH.—
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“(A) IN GENERAL.—Notwithstanding para-
graphs (1) and (2), the Board shall appoint a
Liquidating agent for an insured credit union if
the credit union 1s critically undercapitalized on
average during the calendar quarter beginning
18 months after the date on which the credit
union became critically undercapitalized.

“(B) EXCEPTION.

Notwithstanding — sub-
paragraph (A), the Board may continue to take
such other action as the Board determines to be
appropriate in liew of appointment of a liquidat-
mg agent 1f—

“(1) the Board determines that—

“(I) the wnsured credit union has
been in substantial compliance with an
approved net worth restoration plan
that requires consistent 1mprovement
m the net worth of the credit union
since the date of the approval of the
plan; and

“(II) the insured credit union has
positwe net income or has an upward
trend i earnings that the Board

projects as sustainable; and
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“(11) the Board certifies that the credit

union 1s viable and not expected to faal.
“(4) NONDELEGATION.—

“(A) IN GENERAL.—KEuxcept as provided in
subparagraph (B), the Board may not delegate
the authority of the Board under this subsection.

“(B) ExCEPTION.—The Board may delegate
the authority of the Board under this subsection
with respect to an insured credit union that has
less than $5,000,000 in total assets, if the Board
permits the credit union to appeal any adverse
action to the Board.

“()) REVIEW REQUIRED WHEN FUND INCURS MATE-
RIAL LOSS.—For purposes of determining whether the
Fund has incurred a material loss with respect to an in-
sured credit union (such that the inspector general of the
Board must make a report), a loss 1s material if it exceeds
the sum of—

“(1) $10,000,000; and
“(2) an amount equal to 10 percent of the total
assets of the credit union at the time at which the

Board initiated assistance under section 208 or was

appointed hiquidating agent.

“(k) APPEALS PROCESS.—Material supervisory deter-

mainations, including decisions to require prompt corrective
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action, made pursuant to this section by Administration
officials other than the Board may be appealed to the Board
pursuant to the independent appellate process required by
section 309 of the Riegle Community Development and Reg-
ulatory Improvement Act of 1994 (or, if the Board so speci-
fies, pursuant to separate procedures prescribed by regula-

tion).
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“(1) CONSULTATION AND COOPERATION WITH STATE

CrEDIT UNION SUPERVISORS.—

“(1) IN GENERAL—In implementing this sec-
tion, the Board shall consult and seek to work coop-
eratively with State officials having jurisdiction over
State-chartered insured credit unions.

“(2) EVALUATING NET WORTH RESTORATION
PLAN.—In evaluating any net worth restoration plan
submitted by a State-chartered insured credit union,
the Board shall seek the views of the State official
having jurisdiction over the credit union.

“(3) DECIDING WHETHER TO APPOINT CON-
SERVATOR OR LIQUIDATING AGENT.—With respect to
any decision by the Board on whether to appoint a
conservator or liquidating agent for a State-chartered
msured credit union—

“(A) the Board shall—
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“(1) seek the views of the State official

having jurisdiction over the credit union;
and

“(1n) gwe that officral an opportunity
to take the proposed action;

“(B) the Board shall, upon timely request of
an official referred to in subparagraph (A),
promptly provide the official with—

“(1) a written statement of the reasons

Jor the proposed action; and

“(11) reasonable time to respond to that
statement;

“(C) af the officral referred to in subpara-
graph (A) makes a timely written response that
disagrees with the proposed action and gives rea-
sons for that disagreement, the Board shall not
appoint a conservator or lhiquidating agent for
the credit union, unless the Board, after consid-
ering the views of the official, has determined
that—

“(1) the Fund faces a significant risk

of loss with respect to the credit union if a

conservator or hiquidating agent 1s not ap-

pointed; and
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“(11) the appointment 1s necessary to
reduce—

“(I) the risk that the Fund would
meur a loss with respect to the credit
unwon; or

(II) any loss that the Fund is ex-
pected to ancur with respect to the

credit union; and

© 00O N O 0o B~ W N PP

“(D) the Board may not delegate any deter-
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mination under subparagraph (C).
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“(m) CORPORATE CREDIT UNIONS EXEMPTED.—This

12 section does not apply to any insured credit union that—

13 “(1) operates primarily for the purpose of serv-
14 g credit unions; and

15 “(2) permits individuals to be members of the
16 credit union only to the extent that applicable law re-
17 quires that such persons own shares.

18 “(n) OTHER AUTHORITY NOT AFFECTED.—This sec-

19 tion does not limit any authority of the Board or a State
20 to take action in addition to (but not in derogation of) that
21 required under this section.

22 “(o) DEFINITIONS.—For purposes of this section the

23 following definitions shall apply:
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“(1) FEDERAL BANKING AGENCY.—The term
‘Federal banking agency’ has the same meaning as in
section 3 of the Federal Deposit Insurance Act.

“(2) NET WorTH.—The term ‘net worth’—

“(A) with respect to any insured credit
union, means retained earnings balance of the
credit union, as determined under generally ac-
cepted accounting principles; and

“(B) with respect to a low-income credit
union, includes secondary capital accounts that
are—

“(v) uninsured; and

“(in) subordinate to all other clavms
against the credit union, including the
clavms of creditors, shareholders, and the

Fund.

“(3) NET WORTI RATIO.—The term ‘net worth
ratio” means, with respect to a credit union, the ratio
of the net worth of the credit union to the total assets
of the credit union.

“(4) NEW CREDIT UNION.—The term ‘new credit
union’ means an insured credit union that—

“(A) has been in operation for less than 10

years; and
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“(B) has mot more than $10,000,000 in

total assets.”.

(b) CONSERVATORSHIP AND LIQUIDATION AMEND-
MENTS To FAciLitATE PROMPT CORRECTIVE ACTION.—

(1) CONSERVATORSHIP.—Section 206(h) of the
Federal Credit Union Act (12 U.S.C. 1786(h)) 1is
amended—

(A) i paragraph (1)—

(1) wn subparagraph (D), by striking
“or” at the end;

(11) i subparagraph (E), by striking
the period at the end and inserting a semai-
colon; and

(111) by adding at the end the following
new subparagraphs:

“(F) the credit union s significantly under-
capitalized, as defined in section 216, and has no rea-
sonable prospect of becoming adequately capitalized,
as defined in section 216; or

“(G) the credit union 1is critically undercapital-
1zed, as defined in section 216.”; and

(B) in paragraph (2)—
(1) i subparagraph (A), by striking

“In the case” and inserting “Except as pro-
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vided in subparagraph (C), in the case’;

and
(11) by adding at the end the following
new subparagraph:

“(C) In the case of a State-chartered insured
credit union, the authority conferred by subpara-
graphs (F) and (G) of paragraph (1) may not be ex-
ercised unless the Board has complied with section
216(1).”.

(2) LIQUIDATION.—Section 207(a) of the Federal
Credit Union Act (12 U.S.C. 1787(a)) is amended—

(A) in paragraph (1)(A), by striking “him-
self” and inserting “itself”’; and

(B) by adding at the end the following new
paragraph:

“(3) LIQUIDATION TO FACILITATE PROMPT COR-

RECTIVE ACTION.—The Board may close any credit
union for Liquidation, and appoint itself or another
(including, in the case of a State-chartered insured
credit union, the State official having jurisdiction
over the credit union) as lLiquidating agent of that
credit union, 1f—
“(A) the Board determines that—
“(1) the credit union 1is significantly

undercapitalized, as defined in section 216,
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and has no reasonable prospect of becoming

adequately capitalized, as defined in section

216; or

“(1n) the credit union s critically

undercapitalized, as defined in section 216;

and

“(B) in the case of a State-chartered in-
sured credit union, the Board has complied with
section 216(1).”.

(¢c) CONSULTATION REQUIRED.—In developing requla-
tions to implement section 216 of the Federal Credit Union
Act (as added by subsection (a) of this section), the Board
shall consult with the Secretary, the Federal banking agen-
cies, and the State officials having jurisdiction over State-
chartered insured credit unions.

(d) DEADLINES FOR REGULATIONS.—

(1) IN GENERAL.—Except as provided in para-
graph (2), the Board shall—

(A) publish in the Federal Register pro-
posed requlations to vmplement section 216 of the
Federal Credit Union Act (as added by sub-
section (a) of this section) not later than 270

days after the date of enactment of this Act; and

HR 1151 RS



© 00 N O 0o B~ W N PP

N NN NN R P R R R R RR R e
5E WO N B O © 0 N O U0 A W N L O

82

(B) promulgate final requlations to imple-
ment that section 216 not later than 18 months
after the date of enactment of this Act.

(2) RISK-BASED NET WORTH REQUIREMENT.—

(A) ADVANCE NOTICE OF PROPOSED RULE-
MAKING.—Not later than 180 days after the date
of enactment of this Act, the Board shall publish
wm the Federal Register an advance notice of pro-
posed rulemaking, as required by section 216(d)
of the Federal Credit Union Act, as added by
this Act.

(B) FINAL REGULATIONS.—The Board shall
promulgate final regulations, as requived by that
section 216(d) not later than 2 years after the
date of enactment of this Act.

(¢) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as provided in para-
graph (2), section 216 of the Federal Credit Union
Act (as added by this section) shall become effective
2 years after the date of enactment of this Act.

(2) RISK-BASED NET WORTH REQUIREMENT.—
Section 216(d) of the Federal Credit Union Act (as
added by this section) shall become effective on Janu-

ary 1, 2001.
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(f) REPOrRT TO CONGRESS REQUIRED.—When the
Board publishes proposed regulations pursuant to sub-
section (d)(1)(A), or promulgates final requlations pursu-
ant to subsection (d)(1)(B), the Board shall submait to the

Congress a report that specifically explains—

(1) how the regulations carry out section
216(b)(1)(B) of the Federal Credit Union Act (as
added by this section), relating to the cooperative
character of credit unions; and

(2) how the regulations differ from section 38 of
the Federal Deposit Insurance Act, and the reasons
Jor those differences.

(9) CONFORMING AMENDMENTS.—

(1) AMENDMENTS RELATING TO ENFORCEMENT
OF PROMPT CORRECTIVE ACTION.—Section 206(k) of
the Federal Credit Union Act (12 U.S.C. 1786(k)) s
amended—

(A) in paragraph (1), by inserting “or sec-
tion 2167 after “this section” each place it ap-
pears; and

(B) in paragraph (2)(A)(11), by inserting
or any final order under section 216" before the
semacolon.

( 2 ) CONFORMING AMENDMENT REGARDING AP-

POINTMENT OF STATE CREDIT UNION SUPERVISOR AS
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CONSERVATOR.—Section 206(h)(1) of the Federal
Credit Union Act (12 U.S.C. 1786(h)(1)) is amended
by inserting “or another (including, in the case of a

State-chartered insured credit union, the State official

1
2
3
4
5 having jurisdiction over the credit union)” after “ap-
6 point itself”.

7 (3) AMENDMENT REPEALING SUPERSEDED PRO-
8 VISION.—RSection 116 of the Federal Credit Union Act
9 (12 U.S.C. 1762) is repealed.

10 SEC. 302. NATIONAL CREDIT UNION SHARE INSURANCE

11 FUND EQUITY RATIO, AVAILABLE ASSETS
12 RATIO, AND STANDBY PREMIUM CHARGE.
13 (a) IN GENERAL—Section 202 of the Federal Credit

14 Unwon Act (12 U.S.C. 1782) is amended—
15 (1) by striking subsection (b) and inserting the
16 Sollowing:

17 “(b) CERTIFIED STATEMENT.—

18 “(1) STATEMENT REQUIRED.—

19 “(A) IN GENERAL—For each calendar year,
20 wm the case of an insured credit union with total
21 assets of nmot more than $50,000,000, and for
22 each semi-annual period wn the case of an in-
23 sured —credit  union with total assets of
24 $50,000,000 or more, an insured credit union
25 shall file with the Board, at such time as the
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Board prescribes, a certified statement showing
the total amount of insured shares in the credit
union at the close of the relevant period and both
the amount of its deposit or adjustment of de-
posit and the amount of the insurance charge
due to the Fund for that period, both as com-

puted under subsection (c).

“(B) EXCEPTION FOR NEWLY INSURED

CREDIT UNION.—Subparagraph (A) shall not

apply with respect to a credit union that became

msured during the reporting period.

“(2) Form.—The certified statements required to
be filed with the Board pursuant to this subsection
shall be i such form and shall set forth such support-
g mformation as the Board shall requive.

“(3) CERTIFICATION.—The president of the cred-
it union or any officer designated by the board of di-
rectors shall certify, with respect to each statement re-
quired to be filed with the Board pursuant to this
subsection, that to the best of his or her knowledge
and belief the statement 1s true, correct, complete, and
m accordance with this title and the regulations
issued under this title.”;

(2) in subsection (c)(1)(A), by striking clause

(111) and inserting the following:

HR 1151 RS



86

1 “(nr) PERIODIC  ADJUSTMENT.—The
2 amount of each insured credit union’s de-
3 posit shall be adjusted as follows, in accord-
4 ance with procedures determined by the
5 Board, to vreflect changes in the credit
6 union’s insured shares:
7 “(I) annually, ' the case of an
8 msured credit union with total assets
9 of not more than $50,000,000; and
10 “(II) semi-annually, i the case of
11 an insured credit union with total as-
12 sets of $50,000,000 or more.”’;
13 (3) in subsection (c), by striking paragraphs (2)
14 and (3) and inserting the following:
15 “(2) INSURANCE PREMIUM CHARGES.—
16 “(A) IN GENERAL—FEach insured credit
17 unton shall, at such times as the Board pre-
18 seribes (but not more than twice in any calendar
19 year), pay to the Fund a premium charge for in-
20 surance i an amount stated as a percentage of
21 msured shares (which shall be the same for all
22 msured credit unions).
23 “(B) RELATION OF PREMIUM CHARGE TO
24 EQUITY RATIO OF FUND.—The Board may assess
25 a premium charge only 1f—
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“(1) the Fund’s equity ratio 1is less
than 1.3 percent; and
“(11) the premium charge does not ex-
ceed the amount necessary to restore the eq-
wity ratio to 1.3 percent.

“(C) PREMIUM CHARGE REQUIRED IF EQ-
UITY RATIO FALLS BELOW 1.2 PERCENT.—If the
Fund’s equity ratio is less than 1.2 percent, the
Board shall, subject to subparagraph (B), assess
a premium charge in such an amount as the
Board determines to be necessary to restore the
equity ratio to, and maintain that ratio at, 1.2
percent.

“(3) DISTRIBUTIONS FROM FUND REQUIRED.—

“(A) IN GENERAL.—The Board shall effect a
pro rata distribution to insured credit unions
after each calendar year if, as of the end of that
calendar year—

“(1) any loans to the Fund from the

Federal Government, and any interest on

those loans, have been repaid;

“(11) the Fund’s equity ratio exceeds
the normal operating level; and
“(111) the Fund’s available assets ratio

exceeds 1.0 percent.
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The

“(B) AMOUNT OF DISTRIBUTION.
Board shall distribute under subparagraph (A)
the maxvmum possible amount that—

“(1) does not reduce the Fund’s equity
ratio below the normal operating level; and

“(11) does not reduce the Fund’s avail-
able assets ratio below 1.0 percent.

“(C) CALCULATION BASED ON CERTIFIED
STATEMENTS.—In calculating the Fund’s equity
ratio and available assets ratio for purposes of
this paragraph, the Board shall determine the
aggregate amount of the insured shares in all in-
sured credit unions from ainsured credit unions
certified statements under subsection (D) for the
final reporting period of the calendar year re-
ferred to in subparagraph (A).”;

(4) n subsection (c), by adding at the end the
Jollowing new paragraph:

“(4) TIMELINESS AND ACCURACY OF DATA.—In
calculating the available assets ratio and equity ratio
of the Flund, the Board shall use the most current and
accurate data reasonably available.”; and

(5) by striking subsection (h) and inserting the

Jollowing:
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“(h) DEFINITIONS.—For purposes of this section, the

Jollowing definitions shall apply:

“(1) AVAILABLE ASSETS RATIO.—The term
‘avarlable assets ratio’, when applied to the Fund,
means the ratio of—

“(A) the amount determined by subtract-
mg—

“(1) direct liabilities of the Fund and
contingent liabilities for which no provision

Jor losses has been made, from

“(11) the sum of cash and the market
value of unencumbered investments author-
1zed under section 203(c), to

“(B) the aggregate amount of the insured
shares in all insured credit unions.

“(2) Equiry rario.—The term ‘equity ratio’,
when applied to the Fund, means the ratio of—

“(A) the amount of Fund capitalization, in-
cluding insured credit unions’ 1 percent capital-
wation deposits and the retained earnings bal-
ance of the Fund (net of direct liabilities of the
Fund and contingent liabilities for which no
provision for losses has been made); to

“(B) the aggregate amount of the insured

shares i all imsured credit unions.
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“(3) INSURED SHARES.—The term ‘insured
shares’, when applied to this section, includes share,
share draft, share certificate, and other similar ac-
counts as determined by the Board, but does not in-
clude amounts exceeding the insured account limat set

Jorth in section 207(c)(1).

“(4) NORMAL OPERATING LEVEL—The term

‘normal operating level’, when applied to the Fund,

means an equity ratio specified by the Board, which

shall be not less than 1.2 percent and not more than

1.5 percent.”.

(b) EFFECTIVE DATE.—This section and the amend-
ments made by this section shall become effective on Janu-
ary 1 of the first calendar year beginning more than 180
days after the date of enactment of this Act.

SEC. 303. ACCESS TO LIQUIDITY.

Section 204 of the Federal Credit Union Act (12
U.S.C. 1784) 1is amended by adding at the end the following
new subsections:

“(f) Access 1o LiQuipity.—The Board shall—

“(1) periodically assess the potential lLiquidity
needs of each insured credit union, and the options
that the credit union has available for meeting those

needs; and
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“(2) periodically assess the potential liquidity
needs of insured credit unions as a group, and the op-
tions that insured credit unions have available for
meeting those needs.

“(g9) SHARING INFORMATION WiTH FEDERAL RE-
SERVE BANKS.—The Board shall, for the purpose of facili-
tating insured credit unions’ access to liquidity, make
available to the Federal reserve banks (subject to appro-
priate assurances of confidentiality) information relevant
to making advances to such credit unions, including the

Board’s reports of examination.”.

TITLE IV—MISCELLANEOUS
PROVISIONS

SEC. 401. STUDY AND REPORT ON DIFFERING REGULATORY
TREATMENT.
(a) STUDY.—The Secretary shall conduct a study of—
(1) the differences between credit unions and
other federally insured financial institutions, includ-
g requlatory differences with respect to regulations
enforced by the Office of Thrift Supervision, the Office
of the Comptroller of the Currency, the Federal De-
posit Insurance Corporation, and the Admainistration;
and
(2) the potential effects of the application of Fed-

eral laws, including Federal tax laws, on credit
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unions in the same manner as those laws are applied
to other federally insured financial institutions.

(b) REPORT.—Not later than 1 year after the date of

enactment of this Act, the Secretary shall submit a report

to the Congress on the results of the study required by sub-

section (a).

SEC. 402. REVIEW OF REGULATIONS AND PAPERWORK RE-
DUCTION.

Section 303 of the Riegle Community Development
and Regulatory Improvement Act of 1994 (12 U.S.C. 4803)
18 amended to read as follows:

“SEC. 303. REGULAR REVIEW OF REGULATIONS AND PAPER-
WORK REDUCTION.

“(a) REVIEW.—During the 1-year period following the
date of enactment of the Credit Union Membership Access
Act, each Federal banking agency and the National Credit
Union Administration shall, to the maximum extent pos-
sible and consistent with the principles of safety and sound-
ness, statutory law and policy, and the public interest—

“(1) conduct a review of the regulations and
written policies of each such agency—

“(A) to streamline and modify those requla-

tions and policies in order to improve efficiency,

reduce unnecessary costs, and reduce the paper-
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work burden for insured depository institutions;
and
“(B) to remove inconsistencies and out-
moded and duplicative requirements; and
“(2) work jointly to make uniform all regula-
tions and guidelines implementing common statutory
or supervisory policies.

“(b) REPORT TO CONGRESS.—Not later than 1 year
after the date of enactment of the Credit Union Membership
Access Act, each agency referred to in subsection (a) shall
submit a report to Congress detailing the progress of the
agency n carrying out this section and wmaking rec-
ommendations to the Congress on the need for statutory
changes, if any, that would assist in the effort to reduce
the paperwork burden for insured institutions.”.

SEC. 403. TREASURY REPORT ON REDUCED TAXATION AND
VIABILITY OF SMALL BANKS.

The Secretary shall, not later than 1 year after the
date of enactment of this Act, submit a report to the Con-
gress contarning—

(1) recommendations for such legislative and ad-
ministrative action as the Secretary deems appro-

priate, that would reduce and simplify the tax burden

Jor—
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(A) insured depository institutions having
less than $1,000,000,000 in assets; and
(B) banks having total assets of not less
than $1,000,000,000 nor more than
$10,000,000,000; and
(2) any other recommendations that the Sec-
retary deems appropriate that would preserve the via-
bility and growth of small banking institutions in the

Unated States.
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